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SUBJECT: STATUS OF FRG BILATERAL ECONOMIC RELATIONS 
WITH EASTERN EUROPE 

REE: A. SOFIA 421; B. PRAGUE 1751; C. BONN 8502; 

D. BONN A-384 OF 29 JULY 1974 

1 . THE FRG RECENTLY CONCLUDED NEGOTIATING SESSIONS 
WITH BULGARIA, HUNGARY, POLAND AND CZECHOSLOVAKIA ON 
CONCLUSION OF 10 YEAR LONG-TERM ECONOMIC, TECHNICAL 
AND INDUSTRIAL AGREEMENTS. HEREWITH IS TRANSMITTED 
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A STATUS REPORT ON THOSE NEGOTATIONS. 
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2. FRG-BULGARIA. THE ERG AND BULGARIA INITIALLED 
AN AGREEMENT ON JULY 12, 1974 IN BONN (TEXT IN REFTEL 
D) COVERING LONG-TERM COOPERATION IN ECONOMIC, 
TECHNICAL AND INDUSTRIAL EIELDS. IT IS THE EIRST OE 
LOUR AGREEMENTS, INITIALLY DISCUSSED DURING SCHELL'S 
VISIT TO BULGARIA (REFTEL A), ON WHICH AGREEMENT 

HAS BEEN REACHED. THE BULGARIAN DELEGATION WAS LED 
BY AMBASSADOR STOJAN GEORGIEW, CHIEE OE THE WESTERN 
EUROPEAN SECTION OE THE BULGARIAN EOREIGN OFEICE. 
ACCORDING TO THE ERG FOREIGN OEEICE IT IS THE STANDARD 
LONG-TERM AGREEMENT AND THE GERMANS EXPECT SIGNATURE 
IN THE FALL. IT IS SCHEDULED TO COME INTO FORCE WHEN 
SIGNED. A FOREIGN OEEICE OFEICIAL INDICATED THAT THE 
ERG IS PROVIDING THE EC COMMISSION WITH INFORMATION 
ON THE AGREEMENT. 

3. HUNGARY. ANOTHER ROUND OE FRG HUNGARIAN 
NEGOTIATIONS HAS BEEN CONCLUDED OVER A SIMILAR 
AGREEMENT BUT THIS AGREEMENT, CONTRARY TO THE REPORT 
IN PARA 5 OP REPTEL B, HAS NOT YET BEEN SIGNED. THE 
STICKING POINT IS ONE ARTICLE IN THE HUNGARIAN DRAPT. 
ACCORDING TO ERG EOREIGN OEEICE OPPICIALS THE 
HUNGARIANS TABLED A DRAPT WHICH CONTAINED LANGUAGE 
WHICH THE ERG CONSIDERS QUOTE TOO CLOSE TO MFN 
TREATMENT UNQUOTE. THE GERMANS TELL US THAT THEY WILL 
CONSULT WITH THE EC ON THIS ARTICLE BUT THEY DO NOT 
SEEM DISPOSED TO INSIST THAT THE HUNGARIANS REVISE 

THE DRAFT LANGUAGE BUT RATHER PLAN TO PUBLISH A LETTER 
EXPLAINING THE ERG'S INTERPRETATION OF THE LANGUAGE 
ONCE THE AGREEMENT IS SIGNED. EOREIGN OPFICE OPFICIALS 
ACT AS IP THE AGREEMENT IS ALREADY SIGNED. THE 
EOREIGN OEEICE ANTICIPATES THAT THE AGREEMENT WILL BE 
SIGNED BY ERG ECONOMICS MINISTER FRIDERICHS DURING A 
TENTATIVELY SCHEDULED VISIT TO BUDAPEST IN THE AUTUMN. 

4. POLAND. ANOTHER NEGOTIATING SESSION WAS HELD 
RECENTLY WITH THE POLES ON CONCLUDING AN AGREEMENT BUT 
NO PROGRESS WAS MADE. THE POLES APPARENTLY CONTINUED 
TO IGNORE ERG ARGUMENTS AGAINST INCLUDING SPECIFIC 
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SECTIONS ON TRADE IN THE AGREEMENT DUE TO EC 
RESPONSIBILITY. WE WERE TOLD THERE HAVE BEEN NO 
PURTHER NEGOTIATIONS OVER AN ERG CREDIT TO POLAND. 
RECENT PRESS REPORTS IN THE ERG ON SCHMIDT'S LETTER 
TO GIEREK CONTAIN SPECULATION THAT SCHMIDT HAS 
REITERATED THE ERG DESIRE TO REACH AGREEMENT 
ON A DM1 BILLION CREDIT. 
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5. CZECHOSLOVAKIA. FOREIGN OFFICE OFFICIALS 
CONFIRM THAT THE FRG AND CZECHOSLOVAKIA WILL RENEW 
THEIR ATTEMPTS TO CONCLUDE A LONG-TERM ECONOMIC 
COOPERATION AGREEMENT IN THE FALL AFTER AN 
AUGUST PAUSE. FRG OFFICIALS ARE OPTIMISTIC 

THAT THE ONE REMAINING PROBLEM OF HOW TO TREAT 
EXPORTS FROM FRG LICENSED ENTERPRISES IN CZECHOSLOVAKIA 
COMING TO THE FRG CAN BE SOLVED, PARTICULARLY SINCE 
THE REST OF THE AGREEMENT IS READY FOR INITIALLING. 

6. COMMENT. THE BULGARIAN AGREEMENT IS THE FIRST 
MAJOR ECONOMIC AGREEMENT TO BE CONCLUDED BETWEEN THE 
FRG AND AN EASTERN EUROPEAN COUNTRY, SINCE THE 
ROMANIAN AGREEMENT IN JULY 1973. (DETAILS ON THE 
FRG-ROMANIAN AGREEMENTS RELATIONSHIP TO THE DUTCH- 
ROMANIAN PROBLEM ARE BEING REPORTED SEPARATELY). 
DURING THE YEAR, THE EASTERN COUNTRIES APPEARED 
RETICENT, IN FRG EYES, TO INSTITUTIONALIZE THEIR 
ECONOMIC RELATIONS WITH THE FRG, DUE TO A DESIRE 

TO FIRST COMPLETE THE PROCESS OF NORMALIZATION OF 
FRG DIPLOMATIC RELATIONS WITH ALL EASTERN 
EUROPEAN COUNTRIES AS WELL AS DUE TO SOME REPORTED 
SOVIET PRESSURE TO DELAY AGREEMENT UNTIL THE 
DIRECTION OF FRG'S OSTPOLITIK WAS CLEARER. 

7. ONCE THIS DIPLOMATIC PROCESS WAS COMPLETED, I.E. 

WITH CZECHOSLOVAKIA, THERE HAS BEEN A RUSH TO THE FRG'S 
DOOR PARTICULARLY SINCE THE EASTERN EUROPEANS 

ARE NOW SOMEWHAT FEARFUL THAT AFTER JANUARY I, 1975 
WITH THE ASSUMPTION OF FULL TRADE RESPONSIBILITY IN THE 
EC, THEIR CHANCES TO EASILY CONCLUDE AN ECONOMIC 
AGREEMENT CONTAINING SOME TRADE LANGUAGE MAY BE 
DIMINISHED. 
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